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INTRODUCTION 

Scope 


■ This strategy briefing reviews key socioeconomic factors shaping Vietnamese 
consumer markets, explores the most important opportunities as well as 
considering the key challenges facing consumer-focused businesses who look 
to either enter or expand in Vietnam. 

■ Unless otherwise indicated, all values expressed in this report are at constant 
2018 prices, fixed 2018 exchange rate. 


Key Areas of Opportunity in Vietnam 



Middle class Urbanisation 

expansion 



Population 

ageing 


Disclaimer 

Much of the information in this 
briefing is of a statistical nature and, 
while every attempt has been made 
to ensure accuracy and reliability, 
Euromonitor International cannot be 
held responsible for omissions or 
errors. 

Figures in tables and analyses are 
calculated from unrounded data and 
may not sum. Analyses found in the 
briefings may not totally reflect the 
companies’ opinions, reader 
discretion is advised. 


The Vietnamese economy - 
one of the fastest growing in the 
world - Is expected to continue 
to grow at a robust pace. 
Consumer spending Is set to 
soar on the back of the booming 
economy. Yet rapid economic 
growth Is not the only factor that 
shapes and generates 
opportunities (and challenges) 

In Vietnam. Huge commercial 
success awaits those brands 
and marketers who understand 
the dynamics of socioeconomic 
factors beyond the booming 
economy In generating 
opportunities In the country. 
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INTRODUCTION 


Key findings 


Factors driving and shaping 
opportunities in Vietnam 

Vietnam’s rapid economic growth has created an expanding middle class with 
rising incomes, which in turn boosts consumer demand and spending. Robust 
economic growth, however, is not the only factor that generates and shapes 
opportunities in the country. Other factors are also at play, including 
population change, technology, environmental shifts and pressures, and 
changing consumer values. 

Middle class expansion 
drives consumer spending 
growth as well as giving rise 
to new trends 

Vietnamese middle class consumers are aspirational, brand aware, but also 
price conscious. They are increasingly shifting their values and priorities 
towards a way of life that is built around simplicity, experience, and 
betterment including healthy and ethical living. 

Vietnamese cities are 
expanding rapidly 

As well as generating greater consumer demand and spending, rapid 
urbanisation brings about opportunities through the transition to smaller 
households and new consumption trends. 

The population is ageing 
rapidly, yet this is an 
overlooked opportunity 

Population ageing creates many opportunities for businesses who 
understand this long-term demographic shift, particularly since gaps exist 
between the products and services that are currently available in Vietnam, 
and those older consumers actually want and need. 

Vietnam will continue to be a 
dynamic consumer market 

Between 2019 and 2030, the country’s real GDP is set to expand by 91.4%, 
equivalent to a strong real growth of 6.1% per year on average. This will 
directly translate to rising incomes and better standard of living, which in turn 
will bring plenty of opportunities to consumer-focused businesses. 
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INTRODUCTION 


Key factors shaping Vietnam’s consumer market 
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■ As with many other countries, the consumer market in Vietnam is shaped by five key socioeconomic 
factors: 

■ Shifting economic power is all about emerging market economies having seen strong growth at a time 
when growth in advanced economies has faced headwinds. The Vietnamese economy is certainly a 
success story and the associated rising income and living standard are driving consumer demand; 

■ Population change, particularly urbanisation and ageing, is reshaping Vietnamese consumer lifestyles and 
purchasing decisions; 

■ Technology is also shaping and driving the country’s consumer market. Technology encompasses 
everything from the development of mobile internet, through to 3D printing and artificial intelligence; 

■ Environmental shifts and pressures are also becoming a greater concern and impact consumer behaviour; 

■ Consumer values are evolving in Vietnam, underpinned by generational shifts, changing attitudes to gender 
norms among other factors. Changing values are, therefore, also shaping the consumer market. 
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INTRODUCTION 


An emerging market economy with strong growth momentum 


The first factor shaping the Vietnamese 

consumer market is its dynamic economy: 

■ Ever since 1990, Vietnam’s GDP per capita 
growth has been one the fastest in the world; 

■ Between 2010 and 2018, real GDP growth in 
Vietnam averaged 6.2% per year, higher 
than the ASEAN average of 5.4%; 

■ The Vietnamese economy is set to continue 
on its path of strong growth, driven by strong 
fixed investment, low unemployment, healthy 
consumer spending, and a healthy tourist 
sector. By 2030, Vietnam will have overtaken 
Singapore to be the fifth largest economy in 
Southeast Asia. The country’s real GDP is 
set to reach USD497 billion in 2030, an 
increase from USD245 billion in 2018; 


Real GDP Growth: Vietnam and ASEAN 
2010-2018 
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■ The country also has a burgeoning nniddle 
class and has seen a rapid rise in 
discretionary spending. Consumer 
confidence in Vietnam is much higher than in 
other Asian countries. 


0 I-1-1-1-1-1-1-1-1-1 

2010 2011 2012 2013 2014 2015 2016 2017 2018 

Vietnam ASEAN 

Source: Euromonitor International from national 

statistics/Eurostat/OECD/UN/International Monetary Fund (IMF), World Economic 
Outlook (WEO) 
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INTRODUCTION 


Ageing and urbanisation as key population trends 


Demographic shifts, in particular 
population ageing and rapid urbanisation, 
are reshaping the Vietnamese consumer 
market, lifestyles and purchasing 
decisions: 

■ In 2022, Vietnam will exceed the 
population threshold of 100 million. In 
2030, the country will have a population 
of 106 million, the 16th largest in the 
world; 

■ Over half (57%) of the population will 
still be rural in 2030, but this is a 
significant decline from the current 65%. 
As such, Vietnam is urbanising rapidly; 

■ The country’s population is also ageing. 
During the 50-year period through to 
2030, total population is set to grow by 
95.5%, but the population aged 65-i- will 
grow nearly four times as fast - at 
345%. In 2030, 12.4% of the 
Vietnamese population will be aged 
65-I-, equivalent to a market of 13 million 
elderly consumers. 


Vietnam 

Total Population 


Individuals Aged 65-80^. 1980-2030 


2,898,000 

5.3% 


- —-— " ‘ Growth 

13,166,000 +354.3% 
Share of Total 12.4% 
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INTRODUCTION 

Connectivity is the new normai 


■ Technology plays a pivotal role 
in consumer decision-making as 
well as creating upheavals in 
consumer expectations in 
Vietnam. 

■ Technology also changes the 
ability of brands and businesses 
to meet the needs of today's 
consumers and to directly 
connect and relate with them. 

■ In 2030, the rate of smartphone 
penetration will reach 95.4% of 
Vietnamese households, an 
increase from 58.4% in 2018. 

■ Consumer expenditure on 
communications in Vietnam will 
rise by 96.7% in real terms 
between 2019 and 2030 
(equivalent to an average 6.3% 
per year), higher than the 
ASEAN regional growth of 
74.5% (or 5.2% per year) during 
the same period. 


Frequency of Mobile Phone Activities in Vietnam 2019 


Browse the internet 

Visit or update social networking sites 

Watch TV/video 

Use a banking service 

Order food and drink 

Order/book a ride sharing service 

0 20 40 60 80 

% of respondents participating at least once a week 








Source: Euromonitor International’s Global Lifestyle Survey 2019 
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INTRODUCTION 


Rising demand to intensify environmental pressures 


Rapid economic growth combined 
with population expansion are 
intensifying environmental 
pressures and creating challenges: 

■ Vietnam is becoming increasingly 
crowded. Population density is set 
to reach 343 persons per square 
kilometre in 2030, double what it 
was in 1980; 

■ There will be 4.4 million cars on 
the road in the country in 2030, an 
increase of 83% over 2018. This 
will put pressure on infrastructure 
as well as heightening 
environmental challenges such as 
air pollution; 

■ In 2030, 100% of the Vietnamese 
population will have access to 
electricity, but the use of coal in 
electricity production is growing, 
with detrimental impact on the 
environment. 


Three Key Environmental Challenges Facing Vietnam: 



Climate change 

70% of Vietnamese respondents 
stated that they are worried about 
climate change and try to have a 
positive impact on the environment 
through their everyday actions. 


Resource insecurity 

As the population grows, incomes and 
quality of life have increased, but so 
has the demand for energy, food, water 
and other resources, which in turn 
threatens resource security. 




Pollution and waste 

Urbanisation and industrialisation have 
led to environmental problems such as 
air pollution and waste management 
that many Vietnamese experience 
every day. 
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INTRODUCTION 


From conspicuous to conscious consumption 


Important Consumer Values in Vietnam 2019 


I am looking for ways to simplify my life 


I give back to those in need 


I prefer branded to non-branded goods 


I am willing to spend money to save time 


I prefer to spend on experiences rather than things 


Buying eco- or ethically-conscious products 
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% of respondents 
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80 


Source: Euromonitor Internationars Global Lifestyle Survey 2019 


■ In Euromonitor’s Global Lifestyle Survey of 2019, 70% of Vietnamese respondents stated that they seek a 
way of life that is built around simplicity, experiences and betterment. 

■ Conscious consumption has replaced conspicuous consumption. Although in Vietnam - as with many other 
emerging markets - status remains important, status is increasingly aligned to how well a person lives, their 
health, and more thoughtful, responsible consumption - particularly among younger generations. 
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WHERE DO OPPORTUNITIES LIE? 


Key areas of opportunity in Vietnam 


Middle class expansion 


Rapid urbanisation Population ageing 




Expansion of the middle 
class drives consumer 
spending growth as well as 
gives rise to new trends. 


Urbanisation, with the 
associated concentration of 
income, wealth and 
population, allows for greater 
commercial success. 


Population ageing is often 
overlooked, yet there are 
gaps between what is 
available and what older 
consumers actually want 
and need. 
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WHERE DO OPPORTUNITIES LIE? 


Middle class expansion: One in two households will be middle class 


■ There is no definitive and 
universal definition of middle 
class because standards of 
living vary from country to 
country. However, the essence 
of the middle class is the ability 
to spend on discretionary items. 
In Vietnam, households with an 
annual disposable income 
between USDS,000 and 
USD15,000 can be considered 
as belonging to the middle class. 

■ In 2030, one in two (49%) 
households will have an annual 
disposable income of 
USD5,000-15,000, an increase 
from one in three (33.8%) in 
2018. 

■ Generally speaking, Vietnamese 
middle class consumers are 
aspirational, brand aware, but 
also price conscious. 


Middle Class Households in Vietnam 2018/2030 


Socioeconomic Classes 2016 

Vietnam, Disposable In-come Distribution, Constant 2018 Prices 
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Source: Euromonitor International’s Consumer Spending by Income Bands Tool 
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WHERE DO OPPORTUNITIES LIE? 

Middle class buying healthier and better quality foods 


■ In 2018, food and non-alcoholic 
beverages was the single largest 
spending category, accounting for 
36% of middle class households’ 
budget. In 2030, this share is set to 
expand to 42%. 

■ Normally when food and non¬ 
alcoholic beverages absorb a 
greater share of wallet, it is a sign 
that discretionary spending capacity 
is shrinking. In Vietnam, however, 
the increase in food and non¬ 
alcoholic spending is on the back of 
declining share of spending on 
hotels and catering - the second 
largest category. This suggests that 
Vietnamese middle class families 
are eating out less, instead buying 
more food and drinks that are 
deemed to be healthier or of better 
quality to consume at home, as 
they are looking after themselves 
and are more health conscious. 


Middle Class Consumer Spending by Category in 
Vietnam 2018/2030 



0 5 10 15 20 25 30 35 40 

% of middle class household spending 

■ 2018 "2030 

Source: Euromonitor International from national statistics 
Note: Data are at constant 2018 prices, fixed 2018 exchange rate. 
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WHERE DO OPPORTUNITIES LIE? 


Where do opportunities lie? 


Strategies to Win Middle Class Consumers 


Connected Consumers 

Connectivity gives 
Vietnamese middle class 
consumers convenience, 
simplicity and knowledge 
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Experience More 

» i Vietnamese middle class consumers 

increasingly prioritise experiences over things 


Premiumisation 

They demand more choices 
and more tiers 



Ethical Living 

Their purchases are framed by 
ethics and moral values 



Shopping Reinvented 

Middle class consumers are more 
likely than others to make 
purchases across different 
platforms 
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WHERE DO OPPORTUNITIES LIE? 


Vietnam is set to have 46 million urban consumers 


Growth Index of 
Vietnam’s Population 
2000-2030 

240 
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2000 2010 2020 2030 

Total Urban Rural 

Source: Euromonitor International from national 
statistics/UN 


Top 10 Cities 2018/2030 


Hanoi 


Haiphong 

Vietnam 

..Hue 

i! 

Da Nang 

Ho Chi Minh City 

Qui Nhon 
NhaTrang 

il «Vung Tau 
Bien Hoa 

il 

Can Tho 

2018 2030 


Vietnamese cities, though mainly 
small, except Hanoi and Ho Chi 
Minh City, are expanding rapidly. In 
2030, the 10 largest cities will 
account for 43% of urban population 
and 35% of the country’s total 
consumer expenditure. 

Like elsewhere, Vietnamese urban 
households generally enjoy higher 
purchasing power and are easier to 
reach - an important point to note in 
a country where implementing an 
effective nationwide distribution 
network is challenging. 

As well as generating greater 
consumer demand and spending, 
urbanisation brings about 
opportunities through the transition 
to smaller households (and single¬ 
person households in particular) 
and new consumption trends (such 
as rising demand for convenient, 
time-saving solutions). 
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WHERE DO OPPORTUNITIES LIE? 


One in 10 people will be aged 65 and over in 2030 


The Vietnamese population is ageing rapidly, 
even though the country still had a relatively 
youthful population with a median age of 31.7 
years in 2018. 

Population ageing creates many opportunities 
for businesses that understand this long-term 
demographic shift, particularly since gaps 
exist between the products and services that 
are currently available in Vietnam, and those 
older consumers actually want and need. 

As of 2018, the over-65s was the third lowest 
earning age group nationwide, after the 15-19 
and 20-24 age cohorts. The average annual 
gross earning of the over-65s stood at only 
VND57 million per capita (equivalent to 
USD2,560). 

However, Euromonitor International forecasts 
that the purchasing power of people aged 65-i- 
is set to grow the fastest of all age groups, 
expanding by 5.1% per year on average in 
real terms between 2018 and 2030. 


Population Growth by Age Group 
2018-2030 

80+ 

70-79 

60-69 

50-59 

40-49 

30-39 

20-29 

10-19 

0-9 

-50 0 50 100 

Growth 2018-2030 (%) 

Source: Euromonitor International from national statistics/UN 
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WHERE DO OPPORTUNITIES LIE? 


How to win older consumers 


■To successfully capture the growing segment of older consumers, brands and retailers need to look beyond 
age branding (because no one would want to be reminded of their age) and focus more on needs, interests 
and value. It is also important to note that value is not all about a “nice” price, but is also related to 
intangibles such as quality, consumer experience, convenience, authenticity and novelty. 



Value is not just about 
a “nice” price, but is 
also related to “other 
factors” including 
quality, convenience, 
comfort, authenticity 
and novelty. The key is 
for brands to uncover 
and compete on these 
“other factors”. 


Businesses that adopt 
more universal 
strategies rather than 
being age labels can 
effectively win ageing 
consumers without 
alienating younger 
consumers - thus 
capturing a much 
wider target market. 


Older Vietnamese are 
particularly health 
conscious and are 
taking control of their 
health and wellbeing. 
With rising incomes, 
this is going to be even 
more the case. 


Brands and 
businesses need to 
leverage technology to 
offer innovative 
solutions, maximise 
convenience and value 
for older consumers. 
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WHAT ARE THE CHALLENGES? 


A relatively large bottom of the pyramid 


■ The first challenge is the fact that 
Vietnam still has a relatively large 
bottom of the pyramid (BoP). In 
2018, 50.8 million Vietnamese 
(seven in 10 adults) had an 
annual disposable income less 
than USD2,500 and a net wealth 
of less than USD10,000. Although 
the BoP is shrinking, 41.4 million 
Vietnamese will still be living at 
the bottom of the pyramid with low 
income, low wealth in 2030. 

■ The BoP is generally a 
challenging place to do business. 

If companies focus solely on 
commercial gains, they will likely 
meet with opposition from civil 
society and local governments. 
However, if they focus mainly on 
social impact and consider 
commercial gains secondary, 
profits at the BoP are likely to be 
meagre. 


Income-Wealth Distribution 2018 

Vietnam, Joint Income-Wealth Distribution, Constant 2017 Prices 
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Source: Euromonitor’s Income-Wealth Distribution Model 
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WHAT ARE THE CHALLENGES? 


Rising income inequality 


■ The second challenge is rising 
income inequality, in spite of the 
fact that Vietnam has a strong 
record of poverty reduction. In 
2000, the country’s Gini score (a 
measure of income inequality 
whereby the higher the score the 
graver the level of income 
inequality) was just below 40% - 
the threshold for severe income 
inequality. In 2018, this rose to 
45.7% and is expected to rise 
further to reach 46.4% by 2030, 
making Vietnam the only 
Southeast Asian nation set to see 
rising income inequality. 

■ Rising income inequality holds 
back the expansion of the middle 
class, polarises the consumer 
market, and makes it more 
difficult for consumer goods 
companies to penetrate the 
Vietnamese market in its entirety. 


Gini Index in Vietnam and Selected Southeast Asian 
Countries 2018/2030 


Vietnam 


Thailand 


Singapore 


Philippines 


Malaysia 


Indonesia 



Gini Index (%) 
■ 2018 "2030 

Source: Euromonitor International from national statistics 
Note: Data for 2030 are forecast. 


© Euromonitor International OPPORTUNITIES AND CHALLENGES FOR CONSUMER-FOCUSED BUSINESSES IN VIETNAM 


PASSPORT 21 



WHAT ARE THE CHALLENGES? 


Disparities between urban and rural, and among regions 


Consumer Expenditure by Region in Vietnam 2018 


South East 
Red River Delta 
South Central Coast 
Mekong River Delta 
Central Highland 
North East 
North Central Coast 
North West 



8,000 


■ Food & Non-Alcoholic Beverages 

■ Education 

■ Household Goods & Services 
Source: Euromonitor International from 


■ Housing 

■ Health Goods & Medical Services 

■ Communications 
national statistics 


USD per household 

■ Hotels and Catering 

■ Alcoholic Beverages & Tobacco 

■ Leisure & Recreation 


■ Transport 

■ Clothing & Footwear 

■ Miscellaneous Goods & Services 


■ Purchasing power and spending patterns vary hugely among regions. Additionally, consumer behaviour 
also differs remarkably. For example, rural consumers rely on word of mouth to make decisions whereas 
urban consumers rely on more varied sources for information, including social media. 
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CONCLUSION 


Transport to be the fastest growing consumer spending category 


Forecast Growth in Consumer Expenditure by Category in Vietnam 2019-2030 


Transport 
Leisure and Recreation 
Household Goods and Services 
Communications 
Housing 

Health Goods and Medical Services 
Education 
Hotels and Catering 
Miscellaneous Goods and Services 
Food and Non-Alcoholic Beverages 
Alcoholic Beverages and Tobacco 
Clothing and Footwear 
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Source: Euromonitor International from national statistics 
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Real Growth 2019-2030 (%) 


■ Transport will be the fastest growing consumer spending category during 2019-2030, but associated with 
this, the number of cars on the road will also rise by 83% over the period, putting pressure on infrastructure 
as well as heightening environmental challenges such as air pollution. 

■ Leisure and recreation will be the second fastest growing spending category due to the increasing priority 
that Vietnamese middle class consumers and also ageing consumers place on experiences. 
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CONCLUSION 


Vietnam continues to be one of the world’s most dynamic markets 





91 . 4 % real GDP growth 
during 2019-2030 


USD9,740 per 
household disposable 
income in 2030 
(constant 2018 prices) 


17 million middle class 
households 



USD342 billion 
consumer expenditure 
in 2030 
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